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Privatizing Regulation of Professional Engineers 

Has Improved Services, But Increased Costs 

at a glance 

1997 legislation moved the services that 
supported the Board of Professional Engineers 
from the Department of Business and 
Professional Regulation to a private, not-for- 
profit corporation, the Florida Engineers 
Management Corporation. Although regulatory 
costs have increased, the corporation 
processed more complaints over comparable 
time frames than had the department. The 
corporation also has established a stronger 
compliance monitoring system. 

The Legislature should consider establishing 
performance expectations, such as expected 
cost savings or performance improvements, if 
additional regulatory boards are privatized. The 
Legislature should also consider the 
cumulative impact of privatizing additional 
boards, which can increase the costs allocated 
to the boards that remain under the department 
and thus result in raising some professional 
license fees or reducing board services. 

Purpose 
Section 471.038(8), F.S., requires the 
Office of Program Policy Analysis and 
Government Accountability to review the 
Florida Engineers Management Corporation 
for the period January 1. 1998, through 
January 1, 2000. In this review we 
compared the performance and costs of 
the Florida Engineers Management 
Corporation to the performance and costs of 
regulating professional engineers under the 
Department of Business and Professional 
Regulation. We also identified issues that 
should be considered if privatization of 
additional professional boards is considered 
by the Legislature. 

Background 
Chapter 471.038, F.S., established the Florida 
Engineers Management Corporation as 
a private not-for-profit corporation to 
provide administrative, investigative, and 
prosecutorial services to the Florida Board 
of Professional Engineers. These functions 
were transferred from the Department of 
Business and Professional Regulation with 
the expectation of greater operational and 
economic efficiency. 
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Performance Review 

During Fiscal Year 1997-98, the Legislature 
directed the department to release 
$586,000 in startup costs from the 
Professional Regulation Trust Fund 
to the Florida Engineers Management 
Corporation. ’ While the 1997-98 cases were 
shared by the two the services were 
provided in separate fiscal years. The 
corporation began its first full year of 
operation during Fiscal Year 1998-99. The 
corporation serves approximately 26,000 
licensed engineers with 13 full-time 
staff. The Legislature appropriated the 
corporation $2.17 million from the 
Professional Regulation Trust Fund in Fiscal 
Year 19992000. 

The department contracts with the 
corporation for the regulatory services and 
employs a full-time contract manager to 
provide active supervision of the 
corporation and to determine compliance 
with contract requirements. In addition, the 
department retains the responsibility for 
issuing emergency orders and for 
prosecuting unlicensed activity cases. 

Performance 
and Costs 
The Florida Engineers Management 
Corporation was created with the 
expectation that it would improve the 
economic and operational efficiency of 
regulatory services provided to professional 
engineers. However, little baseline data 
was collected or maintained on the 
performance of the Department of Business 
and Professional Regulation prior to the 
privatization, and no specific performance 
standards were established that the 
corporation was expected to attain. 

’ The Professional Regulation Trust Fund is funded through 
fees paid by the various professions regulated by the 
department, which includes fees paid by professional 
engineers. 

The corporation is processing more complaints in 
a more timely manner thai, did the department 

Two important areas of the corporation S 
responsibilities are receiving complaints 
against licensed professional engineers and 
completing investigations of these cases in a 
timely manner. In 1998-99, the 
corporation S first full year of operation, it 
received 100 complaints against licensed 
professional engineers, a 22% increase over 
the previous fiscal year. ’ The corporation 
reviewed each case, and those that were 
found to be legally sufficient were 
investigated by staff and a report was 
prepared for consideration by the board’s 
probable cause panel. These investigations 
frequently required contracting for the 
opinion of an outside expert. 

The corporation determined that 65 of these 
complaints were legally sufficient and were 
forwarded to the probable cause panel. This 
was almost twice the number of legally 
sufficient cases received in each of the two 
previous fiscal years when the department 
was involved in this function. 3 

For the 65 cases that were solely 
the corporation’s responsibility, the 
corporation S timeliness in investigating and 
reporting to the probable cause panel 
improved over the department S. As shown 
in Exhibit 1, during Fiscal Year 1998-99, the 
corporation reported 40% of the complaints 
to the probable cause panel within six 
months, compared to 30% of the cases 
investigated by the department in Fiscal 
Year 1996-97. ’ The corporation also 
reported an increased number and 
percentage of cases to the probable cause 
panel within nine months. 

* This does not inciude 44 unlicensed activity complaints that 
were referred to and handled by the Department of 
Business and Professional Regulation. It also does not 
include 47 cases that were opened by the department in 
Fiscal Year 1997-98 and subsequently transferred to the 
corporation for processing. 

‘The department was responsible for Investigating 
complaints in Fiscal Year 1996-97. Over one-quarter of the 
cases opened by the Department in 1997-98 were 
transferred to the corporation for completion. 

‘This is the measure of timeliness proposed by the 
department for performance-based program budgeting. 
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Exhibit 1 

The Corporation Reported More Externally 
Initiated Complaints Against Licensees to the 

Probable Cause Panel in a Timely Manner Than 

the Department Formerly Had Done 

Percentage and Number of Legally 
Sufficient Complaints processed 

Department Corporation 
N 1996-97’ FY 1996-99 

6 months 30% (10) 40% (26) 

9 months 27% (9) 32% (21) 

12 months 24% (8) 15% (10) 

Over 12 months 18% (6) 3% (2) 

Open cases, not determined 9% (6) ’ 

Total 33 65 

’ Complaints filed during Fiscal Year 1997-98 were handled 

by a combination of department and corporation staff. As a 
result, we were not able to attribute performance to either 
entity. 

*These cases remain open. At February 4,200O. three cases 
were open for more than nine months: an additional three 
cases were open for more than six months 

Source: Department of Business and Professional Regulation 
and the Florida Engineers Management Corporation. 

The corporation took greater steps to ensure 
that engineers complied with the terms of their 
discipline 

Another important responsibility of 
regulatory entities is to have a system to 
ensure compliance with disciplinary 
requirements, such as additional education, 
that are levied upon persons who violate 
professional standards. The corporation 
appears to have developed a reasonable 
compliance monitoring system. This 
represented a performance improvement, as 
no compliance monitoring system appears 
to have been in place when the department 
was responsible for compliance monitoring. 

After receiving disciplinary files from the 
department, the corporation identified an 
initial 83 licensees who were not in 
compliance with the terms of their 
discipline. Forty-eight of these cases were 
determined to be legally sufficient. In 
comparison, only two such complaints 
were filed in the three previous years, when 
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the department had responsibility for 
monitoring imposed disciplinary actions. 

Exhibit 2 

The Corporation Investigated More Internally 
Initiated Legally Sufficient Complaints Against 
Licensees in Its First Full Year of Operation 

Than Had the Department 

Percentage and Number of Legally 
Sufficient Complaints Processed 

6 months 

9 months 

12 months 

Over 12 months 

Total 

Department 
FY 1995-96 Corporation 

through 1997-98 FY 1998-99 

2 63% (30) 

27% (13) 

6% (3) 

4% (2) 

2 48 

Source: Department of Business and Professional Regulation 
and the Florida Engineers Management Corporation. 

Board members and engineers were satisfied 
with the corporation’s performance 

Critical stakeholders appear to be satisfied 
with the corporation S performance and 
the results of the privatization effort. 
We interviewed members of the Board of 
Professional Engineers and the Board of 
the Florida Engineers Management 
Corporation to evaluate their satisfaction 
with corporation activities. The members of 
both boards indicated satisfaction with the 
corporation’s performance. Board members 
specifically identified the publication of a 
quarterly newsletter, increased public access 
to board staff, and the timeliness with which 
complaints were referred to the probable 
cause panel as contributing to their 
satisfaction. 

In addition, the Florida Engineers Manage- 
ment Corporation contracted for a customer 
satisfaction survey to evaluate their first 
year in operation. While only 58 of 483 
engineers responding to the survey 
indicated that they had contact with the 
corporation, 57 of these 58 engineers 
reported a satisfactory experience. 
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The increased performance of the Florida 

Engineers Management Corporation may be 
attributed to the specialization of board staff 

The Florida Engineers Management 
Corporation provides services to 
engineering licensees under a different 
organizational model than the department. 

Under the department, the Board of 
Professional Engineers shared admini- 
strative services and staff with the Board of 
Professional Geologists, the Board of 
Landscape Architects, and the Board of 
Architecture and Interior Design. Investi- 
gative services were provided by a 
department unit that served the 20 entities 
under the department S jurisdiction, and 
investigators did not specialize in a 
specific licensing area. The department S 
central legal office provided legal services, 
with some specialization in specific 
licensing areas. In contrast, under the 
corporation, administrative, investigations, 
and prosecutorial staff provide services only 
to the engineering profession. 

Both the board members of the Board 
of Professional Engineers and the President 
of the Florida Engineers Management 
Corporation asserted that staff specialization 
provided greater responsiveness. In 
addition to providing the expertise needed 
to process complex engineering complaints, 
it appears that the stand-alone model may 
allow more effective communication 
between corporation staff and improved 
responsiveness to the engineering public. 

The cost of regulation has increased 
under privatization 

Regulatory costs have increased under the 
corporation. These costs must be compared 
over a multi-year period, as operating costs 
vary depending on whether license 
renewals occur during the year. 
Professional engineers are licensed for a 
two-year period, with all licenses renewed 
every other year. Renewal years thus 

generate higher expenditures than non- 
renewal years due to the need to handle 
over 25.000 renewal applications. Fiscal 
Year 1998-99. the first full year of 
corporation S operations, was a renewal 
year. 

The corporation S expenditures during the 
year were 11% higher than in Fiscal Year 
1996-97, the prior renewal year 
administered by the department (see 
Exhibit 3). The department spent an 
additional $80,000 to administer the contract 
with the corporation, resulting in an overall 
cost increase of $247,467, or 16%. We did 
not evaluate the efficiency or cost- 
effectiveness of the department’s method of 
oversight. 

Exhibit 3 
The Cost of Regulating Engineers Has 
Increased by 16% Since Privatization 

Percentage 
Department Corporation Increase in 

FY 1996-97 ’ FY 1998-99 cost 

Operational 

Expenditures 1,588,146 1.755,594 11%2 

Contract 

Management 

Total 1,588,146 1,835,613’ 16% 

’ Cost information for FiaI Year 1997-98 could not be used. 
as both the department and the corporation handled many 
cases. In addition, It was not a renewal year. 

*This does not consider the 3.05% increase in the consumer 
price index during this period. 

3 We did not include in our assessment the department’s 
expenditures associated with an emergency order, in the 
amount of 588.398, or the 7% general revenue assessment 
against ail trust funds, in the amount of 5328,333. 

Source: Department of Business and Professional 
Regulation. 

Further Privatization 
Raises Issties 
During our review, we identified several 
issues that should be considered if 
privatization of additional professional 
boards is considered by the Legislature. 



Privatizing individual boards reduces the 

number of boards sharing the department S 

fixed costs, thus increasing regulation costs 
borne by the remaining boards 

The purpose of combining the regulation of 
several professions under one agency is to 
permit the economies of scale available 
when fixed costs are distributed over a 
larger number of boards. 

The department provides centralized 
licensing, testing, investigations, and legal 
services to 19 regulating entities. As boards 
are privatized, the variable costs associated 
with each entity will be reduced. For 
example, the department was able to reduce 
staff by 11.5 positions with the creation of 
the corporation. However, the percentage 
by which the futed portion of the 
department’s costs would be reduced would 
likely be less than the percentage previously 
contributed by the privatized board. 5 As a 
result, the remaining professions must 
absorb these costs. 

While it is expected that the department 
would continue to reduce any variable costs 
associated with the future privatization of 
any of the boards, as well as some portion of 
its fvted costs, the cumulative impact of 
the privatization of additional boards may 
be an increase in the costs allocated to 
each profession that remains under the 
department. Additional privatization, 
particularly if it occurs for a majority of 
the larger boards currently under the 
department S jurisdiction, could increase 
costs to the extent that some license fees 
could become prohibitive or services could 
need to be reduced to keep fees at a 
reasonable level. 

Performance Review 

Creating separate licensee data systemsis costly 

and diminishes the integrity of information for 

performance-based program budgeting 

Due to department concerns regarding 
data security, the Florida Engineering 
Management Corporation was required to 
establish a licensee data system separate 
from the department’s centralized licensee 
database. The corporation incurred costs in 
excess of $100,000 to develop this system. 
Data included in this information system 
will be provided to the department for 
inclusion in performance-based program 
budgeting (PB 3. 

The usefulness of PB 2 data depends on 
the reliability of the underlying data. The 
need to compile this data from multiple 
information systems increases both the risk 
of error and the necessary extensiveness of 
data testing. 

If additional boards are privatized and 
required to develop stand-alone informa- 
tion systems, regulatory costs will likely be 
increased due to the need to create 
duplicate licensee data systems, and data 
accuracy could be compromised. The 
department should identify the actions that 
would be required and the costs that would 
be incurred to allow the privatized entities 
to interact with the department’s centralized 
licensee data system. This would likely be 
preferable to the cost of developing multiple 
databases and would help ensure the 
accuracy of data needed for performance- 
based program budgeting. 

5 Because the futed costs remaining after the privatization of 
the Board of Professional Engineers were distributed over 
more than 19 regulating entities, the impact on any one 
profession would have been limited. However, if these 
costs had to be absorbed by fewer than 19 regulating 
entities. the impact would have been greater, particularly 
for those entities that regulate relatively few persons. 
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Recommendations 
Recommendations to the Legislature 
The Legislature should consider establishing 
performance expectations if additional 
regulatory boards are privatized. such as 
expected cost savings or performance 
improvements. The Legislature should also 
consider the cumulative impact of 
privatizing additional boards, which can 
increase the costs to the professions that 
remain under the department and could 
result in raising some professional license 
fees or reducing board services. 

We recommend that the Legislature 
require any future proposals to privatize 
professional boards, include an analysis that 

provides baseline data, to include the 
costs and performance of the function 
under the state entity: 

identifies expected cost savings and 
service improvements anticipated to 
result through the privatization effort: 

quantifies the expected cost impact on 
professions remaining with the 
department: and 

identifies any reduction in the 
department’s futed costs that can be 
made to offset the increased allocations 
to individual boards. 

Recommendations to the department 
The department should use expectations 
identified in a legislative analysis to 
establish performance-based contracts with 
the privatized entity. The department 
should also conduct a subsequent 
evaluation and comparison of the cost and 
performance of each entity before and after 
privatization, to include the impact of the 
privatization on the boards that remain 
under the department. 

We also recommend that, prior to any 
additional privatization efforts, the 
department identify the actions that would 
be required and the costs that would be 
incurred to allow the privatized entities to 
interact with the department’s centralized 
licensee data system. The creation of 
separate licensee data systems under 
privatization is costly and diminishes 
the integrity of information used for 
performance-based program budgeting. 

Finally, the increased performance of the 
Florida Engineers Management Corporation 
may be attributed to the specialization of 
board staff. Therefore, we also recommend 
that the department determine whether the 
increased specialization of administrative, 
investigations, or prosecutorial staff could 
improve services to professions under its 
control. 
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Agency Responses 
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FLORIDA ENGINEERS MANACEMENT CORPORATION 

March 15,200O 

Mr. John Turcotte, Director 
Office of Program Policy Analysis and 
Govemment Accountability 
111 Westh4adixmStree$Xoom312 
Tallahassee, Florida 32302 

Dear Mr. Turcotte, 

We are in receipt of the preliminary tidings and recommendations of 
your performance review of the Florida Engineers Management 
Corporation and have reviewed them and found no substantive errors. We 
offer no response 0th than to compliment your setafT for the profesEiono 
manner in which the review was conducted. 

Sincerely, 

Dennis Bar&, President 
.- 



Performance Review 

REGULATION DEPARTMENT OF BUSINESS & 
Job6luh,Gwemor CYnmkA-srntvy 

March 15,2ooo 

Mr. John Twtte. Director 
yyswJlafY& 

312 Clauda pepper Bulfdhg 
Tallahassee. Fbrida 32304 

Dear Mr. Turwtte: 

L&d below am the Department’s commants regarding OPPAGA’s Draft Pwformance Review of the Florida 
Engineers Management Corporatbn (FEW?). 

Page2,rigMcolumn: Thissectionreferstothenumbeeofcw@ahtsprwewdMdthe-inwMch 
thewmplaintswerehandled.TherepoltrtetsrthatFEMC~100~.a2296~overwhatthe 
Department received. Neither FEW nor the oepertmentcallpmdktlhith8nyoerhrMytll8numb8rofa4mpkillbtcl 
befiledhanygivenyear. Ttwtfuerneaswewouidkontim0Un0a8rd~of~, vemus the number 

Ameasureforthet ofcompbhbpnx6wd~propoasdhtheckparbnent’~~2001 
Legislattw at Rer@st (page 90). Folbwing mdbawbnn withlagbWveandOPFMGAstaff,the 
depadmhwilinobvbetmeklngulkIn8asum 8SM&WtWlWSWlW. DaBenuli8- wilibeav8llatlkin 
septembar2ooo. 
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